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Money Market in November 


On November 1, the increase in percentages of required 
reserves against member bank deposits, which had been 
announced on September 24, went into effect. Excess 
reserves of Central Reserve New York City banks, which 
had amounted to $1,345,000,000 on the previous weekly 
report date, October 29, dropped to $915,000,000 on 
November 1, largely as a result of the rise in reserve 
requirements, and on November 5 amounted to $775,000,- 
000. As the accompanying diagram indicates, this amount 
was over $1,000,000,000 less than the excess reserves held 
in September and $2,800,000,000 less than at the January 
high point of the year. 

Excess reserves of member banks outside New York 
City declined from $3,255,000,000 on October 29 to 
$2,635,000,000 on November 5. As is evident from the 
diagram, however, excess reserves outside New York 
City had not previously declined as they had in New 
York City, but had remained fairly steady at about the 
same general level as at the opening of the year. 
Virtually all of the decline in the total of excess reserves 
of all member banks in the first ten months of the year 
represented a rapid shrinkage in the excess reserves 
held by New York City banks. 


The figures to which excess reserves declined on Novem- 
ber 5 proved to be the lowest for any statement date in 
November, both in the case of the New York City banks 
and other member banks. In the three weeks between 
November 5 and November 26, excess reserves in New 
York City rose by $315,000,000 to reach a figure of 
$1,090,000,000, as compared with $1,300,000,000 imme- 
diately before the increase in reserve requirement per- 
centages went into effect. The rise in reserves during 
this three week period of November is to be explained 
by gains of funds through two principal types of trans- 
actions. First, there was an inflow of funds to New 
York from other parts of the country through commer- 
cial and financial transactions, as frequently occurs dur- 
ing the middle part of the month. Second, Treasury 
disbursements of funds in New York from its deposits 
at the Reserve Bank, during a period when no new issue 
of Government securities (other than Treasury bills) was 
sold, exceeded receipts of funds in the Treasury account. 
To some extent Treasury cash receipts from the New 
York market were limited by the fact that large parts 
of the weekly issues of new Treasury bills were acquired 
by bidders other than the New York City banks and 
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their customers, i.e., certain foreign accounts used bal- 
ances on deposit with the Federal Reserve Bank to pay 
for Treasury bills awarded to them, and banks and other 
investors in parts of the country outside New York City 
also were awarded substantial amounts of the new 
Treasury bill issues. 


Meanwhile, further increases in currency outstanding 
during November continued to absorb moderate amounts 
of bank reserves in New York. Furthermore, there was 
some net reduction in the amount of out-of-town bank 
balances held in New York City banks, although the 
amount of the decline was much less than in the three 
weeks ended November 5. 


The absorption of a large part of the new issues of 
Treasury bills by buyers outside New York was pro- 
moted by a rise in yields, which for the last two issues 
in November averaged slightly above 44 of one per cent. 
This rise in yields appears to have been attributable 
to several factors: the increase in the amount of the 
weekly issue of Treasury bills from $100,000,000 to 
$150,000,000 and then to $200,000,000; the recent in- 
crease in member bank reserve requirement percentages, 
which especially affected the New York money market 
because of the previous losses of reserve funds suffered 
by New York banks; and perhaps also the long range 
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prospect for increased Treasury borrowings resulting 
from further enlargement of the National defense pro- 
gram. The heavier takings of Treasury bills by pur- 
chasers other than New York City banks appear to 
indicate that the Treasury bill market may serve as a 
mechanism to afford fluidity to the supply of funds, as 
between individual banks and as between various parts 
of the country. In the past, the stock exchange call 
loan and bankers acceptance markets were the prin- 
cipal markets through which adjustments in the supply 
of funds, as between individual institutions and as be- 
tween New York and the rest of the country, were accom- 
plished. The present volume of business in these markets 
is so small as to make them inadequate for the purpose. 
In addition to the rise in Treasury bill rates in Novem- 
ber, there was also a further moderate rise in yields on 
Treasury notes, and other securities of comparable ma- 
turity, but no increase occurred in such short term rates 
as those on bankers acceptances, open market commercial 
paper, and over-the-counter bank loans to customers, 
which have been well above the yields on short term 
Government securities. In summary, it appears that 
to the extent that the November increase in reserve 
requirement percentages has been an influence on money 
rates, this influence has been manifested largely in yields 
on short term Government securities, which over the 
past few years had declined to disproportionately low 
levels under the pressure of increasing excess reserves. 


Money Rates in New York 
Inov. 30, 31, 1941} Nov. 29, 1941 
Stock Exchange call loans............ 1 1 1 
Stock Exchange 90 day loans......... *1] *1 *1 
Prime commercia! paper—4 to 6 months x% 
Bills—90 day unindorsed............. 
Yield on % per cent note due 
March 15, 1945 (tax exempt)....... 0.48 0.45 0.60 
Average yield on le T) notes 
on exempt Treasury 
—- thot callable within 12 years) . 2.04 1.88 1.92 
Average yield on taxable Treasury bonds 
(not callable within 12 years)....... — 2.21 2.24 
A rate on latest Treasury bill sale 
020000 0.004 0.067 0.267 
Federal Reserve Bank of New York dis- 
1 1 1 
al Reserve Bank of New York 
buying rate for 90 day indorsed bills. . 4 4 % 
* Nominal. 


Member Bank CREDIT 


Following an increase of $500,000,000 in the preceding 
four weeks, total loans and investments of the weekly 
reporting banks in 101 cities increased only $38,000,000 
during the four weeks ended November 19, a period in 
which no large ‘‘new money’’ security issue was floated 
by the Treasury. Aggregate holdings of United States 
Government securities increased $43,000,000, as the net 
result of a rise of $81,000,000 in Treasury bill holdings, 
an increase of $52,000,000 in Treasury bond holdings, 
a rise of $326,000,000 in Treasury note holdings, and a 
decline of $416,000,000 in holdings of Government guar- 
anteed obligations—the last two changes reflecting the 
refinancing of Reconstruction Finance Corporation and 
Commodity Credit Corporation November maturities 
into direct Government securities. With respect to the 
increase in Treasury bill holdings, this represented 


almost entirely an addition to holdings of banks outside 
New York, and occurred at a time when the volume 
of bills outstanding was expanding by $250,000,000. 
Reporting bank holdings of municipal, corporate, and 
other securities declined $78,000,000 during the four 
weeks under review, reflecting principally municipal 
security maturities. 

Commercial loan expansion during the four weeks 
ended November 19, amounting to $76,000,000, was less 
than half that in the preceding four weeks. Bank hold- 
ings of open market paper increased slightly further, 
while small reductions in security loans and real estate 
loans exceeded a rise of $10,000,000 in ‘‘other’’ loans. 

Adjusted demand deposits of the weekly reporting 
banks declined somewhat further from the October 15 
peak during the two weeks ended November 5, and 
despite a subsequent upturn remained on November 19 
about $450,000,000 below the October 15 total. Mean- 
while, United States Government deposits in the report- 
ing banks rose $130,000,000, reflecting credits established 
on the books of these banks to the account of the Treas- 
ury, in payment for purchases of Treasury bills, tax 
anticipation notes, and savings bonds. Deposits in 
reporting New York City banks of out-of-town corre- 
spondent banks and some local banks, after declining 
$311,000,000 between October 15 and November 5 (the 
period during which a large issue of Treasury bonds 
was sold and banks were adjusting their positions to 
meet the November 1 increase in reserve requirements), 
showed a further net reduction of $53,000,000 by 
November 26. 


GovERNMENT SECURITIES 


Overshadowing other developments in the Government 
security market during November was an extension of 
the rise in yields on Treasury notes and in the average 
rates at which new issues of Treasury bills were sold. 
In addition to factors previously enumerated in this 
Review, yields on notes were affected by uncertainties 
as to whether unqualified conversion or exchange privi- 
leges would continue to be accorded to holders of matur- 
ing Treasury obligations. 

The accompanying chart indicates the extent of the 
advance in these yields in recent weeks, against the 
background of fluctuations earlier this year. On Novem- 
ber 19 the yield on the tax exempt 34 per cent Treasury 
note due March 15, 1945, after having risen 0.29 in the 
preceding two months, was 0.64 per cent, compared with 
the year’s high of 0.70 per cent reached on February 15. 
In the same two month period the yield on the taxable 
34 per cent Treasury note maturing December 15, 1945 
also rose from 0.62 to 0.83 per cent. Later in the month, 
Treasury note yields steadied at the higher levels. Fol- 
lowing advances in bill rates in the previous six weeks, 
the average rate at which the new issue of Treasury 
bills dated November 26 was awarded, 0.267 per cent, 
was the highest in more than four years. 

Meanwhile, the yield on the tax exempt 234 per cent 
Treasury bond of 1960-65, representative of the behavior 
of yields on long term Treasury bonds generally, ad- 
vanced only slightly during November, following a 
decline to a record low level in October. Similarly, only 
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small increases in average yields on other long term 
Treasury bonds (both tax exempt and taxable) were 
recorded in November, as prices of these issues showed 
only fractional net declines for the month. 

The first two of the weekly issues of Treasury bills 
during November were in the amount of $150,000,000 
and each replaced a $100,000,000 maturity. On Novem- 
ber 13 the Secretary of the Treasury announced that 
the weekly Treasury bill offering would be raised to 
$200,000,000, and that payment could be made either in 
cash or by book credit. Accordingly, the last two weekly 
issues of bills in November were in the amount of 
$200,000,000. As each replaced a maturity of 
$100,000,000, the Treasury obtained $100,000,000 of 
‘*new money’’ during each week. 

The Secretary of the Treasury has announced that a 
large scale ‘‘cash’’ offering of Treasury obligations 
(involving about a billion and a half dollars) is planned 
during the first week in December, and that the amount 
of weekly Treasury bill issues, beginning with the issue 
to be dated December 10, will be reduced to $150,000,000. 
The Secretary also stated that the $426,000,000 of 154 

r cent Treasury notes due March 15, 1942, and the 
$310,000,000 of % per cent Reconstruction Finance Cor- 
poration notes due January 15, 1942, would be refunded 
in January; and that two issues of Federal Farm Mort- 
gage Corporation bonds ($236,000,000 of 3 per cent 
bonds of 1942-47, callable January 15, 1942, and 
$103,000,000 of 234 per cent bonds of 1942-47, callable 
March 1, 1942) might also be refunded at that time. 


Security Markets 


The irregular downward movement of stock prices 
which began September 17 continued into November. 
Following indeterminate fluctuations earlier in the 
month, Standard’s 90 stock index on November 12-13 
broke sharply to a new low for 1941, under the influence 
of news of labor disputes and discussions of additional 
tax legislation. After an intervening period of slightly 
higher quotations, this index late in November declined 


further to a point about one per cent above the 1940 low. 
Tax selling was reported to have been prevalent during 
the whole month and to have affected public utility 
shares particularly. The average price of public utility 
stocks on the 28th was at the lowest point recorded by 
Standard’s index which goes back to 1926. The volume 
of trading on the New York Stock Exchange during 
November was the heaviest since July ; on November 12 
over a million shares were traded, the largest daily 
volume since September 25. 

Domestic corporate bonds showed little net change in 
price for the month as a whole, remaining at, or close 
to, record high levels. Medium grade bonds of this 
type, classified as Baa by Moody’s Investors Service, 
moved up more than half a point to a new high for 1941 
between November 1 and 6, but had lost three quarters 
of a point by November 12. Other price movements in 
the corporate field were generally minor. Munici 
bond quotations also maintained record high levels. 


Business Profits 


This bank’s seasonally adjusted index of the net profits 
of 167 commercial and industrial companies rose approxi- 
mately 10 per cent between the second and third 
quarters of 1941, primarily as a result of a more 
favorable showing by the automotive industry than is 
usual during the third quarter. 

The accompanying diagram, which shows the relative 
fluctuations of industrial production and corporation 
profits from 1928 to date, indicates that corporation 
profits showed no great change during the first nine 
months of 1941, while industrial production, under the 
stimulus of the defense effort, was rising rapidly to 
record high levels. Ordinarily, as the diagram indicates, 
fluctuations in production are reflected to a large extent 
in corresponding changes in net profits, with profits 
rising or falling at a faster rate than production. During 
the past nine months, however, increases in taxes, to- 
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gether with higher wage and material costs, have reached 
such proportions as to offset, in large measure, the effect 
on profits of the increased volume of sales together 
with associated reductions in costs per unit. At current 
levels profits of these corporations are 20 per cent below 
the 1929 peak, although the volume of production is 
about 40 per cent greater. 

A compilation of the aggregate sales, expense, and 
profit and loss data published by 60 companies indicates 
that for the first nine months of 1941 gross sales of 
this group rose approximately $1,570,000,000, or some 
45 per cent above those in the corresponding period of 
1940. Profits, before Federal tax accruals, rose 96 per 
cent, while profits, after Federal taxes, were 21 per cent 
larger than in the first nine months of 1940; the aggre- 
gate amount set aside for Federal taxes was approxi- 
mately four times the amount in the comparable period 
of 1940. 

The accompanying table shows that reported net profits 
of a broader list of 401 commercial and industrial com- 
panies during the third quarter were 41 per cent larger 
than a year earlier. This rather large gain is attributable 
in part to the fact that last year’s reported third 
quarter earnings generally were restricted by deduc- 
tions for retroactive tax charges (under the Second 
Revenue Act of 1940) applicable to the first six months 
of that year, whereas during the 1941 third quarter 
such retroactive charges were less common because cor- 
porations had to a large extent anticipated the increases 
in tax rates provided for in the Revenue Act of 1941. 
Other important factors were the high third quarter 
automobile earnings referred to previously and a sub- 
stantial increase in steel company profits. Net profits of 
petroleum companies also were much larger than a year 
earlier as a result of a higher price structure for petro- 
leum products and a continued large demand. 


For the first nine months of the year net profits of 
this same group of 401 companies were 26 per cent 
above the level for the corresponding period of 1940. All 
groups, with the exception of bakery products, gold and 
silver mining, and cigar companies, had larger profits 
than in 1940. The largest percentage gains occurred in 
the motion picture, coal mining, lumber and roofing 
products, hardware, and copper and brass fabricating 
groups. In general, gains in net profits over 1940 were 
the greatest in companies producing durable goods; 
185 such companies included in the table showed an 
aggregate gain over 1940 of 32 per cent, while profits 
of 33 mining companies rose 17 per cent, and 183 
companies in the nondurable goods and service lines 
showed an increase of 20 per cent. Profits in durable 
goods industries generally fluctuate much more widely 
than profits in nondurable goods industries. 

Owing to the large volume of freight traffic and also 
to general exemption from payment of excess profits 
taxes because earnings are still relatively low on the 
large amounts of invested capital, net income, after all 
charges, of Class I railroads aggregated $188,000,000 
during the September quarter, as compared with 
$70,000,000 during the corresponding period of 1940. 
For the full nine months, net income was about six 
times that of 1940, amounting to approximately 


$360,000,000 as against $61,000,000 a year before, and 
was the largest since 1930. Net income of other public 
utilities (excluding telephone companies) showed a year- 
to-year decline of 6 per cent and 1 per cent, respectively, 
during the third quarter and the nine month periods. 


(Net profits in millions of dollars) 
- Third quarter First nine months 
o. 
Corporation group of 
cos. | 1937 | 1940] 1941] 1937 1940 1941 
Advertising, printing and pub- 

6] 1.5) 2. 2. 9.5 8. 8.3 
Aircraft manufacturing........ 5] 2.2] 11.3) 15. 5.8] 23. 32.2 
13] 53.8] 15.1] 58.7] 199.9) 160. 207.0 
Automobile accessories (excl. 

32} 11.0} 6.9) 12. 46.4) 34.1 44.2 
Building materials: 

4) 0.9] 1.4 3.8 2.4 4.2 
Heating and plumbing....... 7] 56.2) 5. 4. 12.5 8. 11.2 
Lumber and roofing......... 2.9) 2. 4.1 8.0 6. 10.5 

_ 11] 9.5) 7. 6.7 28.5 22.4 22.8 

37.8] 33.9) 39. 119.8} 112.7) 119.5 
Copper and brass fabricators... . 1.8} 1.8} 2. 8.4 5. 9.6 
Drugs, cosmetics, and soaps....| 11] 13.1] 13.2] 17.4) 44.4) 44. 53.4 
Electrical equipment.......... 12] 17.2] 14.0} 16. 53.8] 47. 54.2 

Bakery products............ 8} 6.3] 4. 4. 15.5 13. 12.7 

5} 3.0] 2. 5. 10.5 8. 12.3 

7| 5.0) 4. 5. 14.1 14, 16.5 

Flour milling and cereal prod- 

6} 4.2) 5. 15.9 19. 22.5 

8] 7.1] 7.5) 11. 25.1} 25. 31.8 
ndustrial machinery acces- 

28] 14.2] 7.9) 13. 42.5) 25. 37.2 
Mining: 

12 2. 3. 0.1 4. 8.5 

5] 11.7] 9.6) 13. 40.0) 34.4) 44.5 

Gold and allver.......ccsce0. 9} 6.1) 4. 4. 19.9 13. 12.3 

7] 16.5) 10.7) 11.7] 49.5] 33. 35.1 

Motion pictures............... 4) 4.0] 0. 4.3 13.4 4. 10.3 
Office equipment.............. 9} 5.0) 3. 7s 18.6 13.1 20.5 
Paper and paper products....... 14] 6.6) 8. 9.7 19.5 23. 24.1 
34] 50.1) 23.2] 51.2) 150.4) 83.7] 118.8 
Railroad equipment........... 12} 9.8) 7. we 32.0 21.2 27.0 
32] 69.7] 77.2] 75.6] 216.7] 172. 234.4 

12} 8.4] 9. 9. 23.0 20.7 22.1 
9} 2.3] 3. 3. 9.0) 9.7 10.8 
Tobacco (cigars).........+.++ 5} 1.1) 21. 1.2 2.4 3.3 3.3 

Ree 38] 10.9] 10.9} 17.2 21.6 21.2 32.2 
Total, 32 401/407 . 5|319. 5/450. 4] 1,280.5] 1,042. 1) 1,314.3 
Class I railroads, 

137] 42.5] 69.8)188.4) 81.4) 60.7] 359.7 
Other public utilities (excl. tele- 

hone cos.), 
62) 55.7| 54 193.7} 191.8 


New Financing 


Owing chiefly to a sharp decline in the volume of 
refunding operations, corporate and municipal security 
flotations during November aggregated $195,000,000, 
only slightly above the lowest monthly total in two 
years. Corporate financing amounted to $121,000,000, 
of which $102,000,000, or more than 80 per cent, repre- 
sented funds to be used for new capital purposes, an 
unusually high proportion. 

Most of the larger issues offered were quickly taken 
up by investors. This was especially true of the flota- 
tions of $25,000,000 Pacific Gas and Electric Company 
bonds and $20,000,000 Westinghouse Electric and Manu- 
facturing Company debentures, both of which repre- 
sented new capital. Temporary financing, not included 
in the $195,000,000 total, accounted for an additional 
$146,000,000 and included $100,000,000 State of New 
York 0.30 per cent tax anticipation notes maturing 


FEDERAL RESERVE BANK OF NEW YORK 
Defense Savings Bonds 


In order to promote the establishment of payroll 
deduction plans in the offices and plants of additional 
business concerns and other organizations, so that em- 
ployees may have available this convenient method of 
accumulating funds for the purchase of Savings Bonds, 
an active program has been announced by the Defense 
Savings organizations in this District. In New York 
City, the chairman of the Greater New York Defense 
Savings committee, Mr. Lewis W. Douglas, President, 
Mutual Life Insurance Company, announced that Mr. 
George L. Harrison, President, New York Life Insurance 
Company, had accepted the chairmanship of the finance 
group of the New York City committee, which includes 
insurance companies, banks, and investment houses. It 
is reported that 100 life insurance underwriters in 
New York City are about to begin systematic promo- 
tion of the payroll deduction plan among employers 
in this area, an effort which is expected to be supple- 
mented by similar work by representatives of investment 
banking organizations. Plans are also being made by 
the Defense Savings organizations to present to labor 
organizations the payroll deduction plan for the pur- 
chase of Savings Bonds. Information coming to the 
Federal Reserve Bank of New York indicates that the 
number of payroll deduction plans established by indus- 
trial, commercial, financial, and other organizations is 
constantly growing. 

The New York State Committee for the Sale of De- 
fense Bonds and Stamps is headed by Governor Lehman, 
Honorary Chairman, Richard C. Patterson, Jr., Chair- 
man, and Mrs. Lytle Hull, Vice Chairman; Mr. Nevil 
Ford, on leave from the First Boston Corporation, is 
State Administrator. An up-State organization, similar 
to the New York City committee, has also been estab- 
lished, headed by Mr. Edward H. Letchworth, of Buffalo, 
and divisional, county, city, and town organizations to 
promote the sale of Defense Savings obligations have 
been or are being organized. In New Jersey, the State 
Committee is headed by Governor Edison, Honorary 
Chairman, and Mr. A. W. Hawkes, Chairman; Mr. 
John E. Manning is State Administrator. In Connecticut, 
the State Committee is headed by Governor Hurley, 
Honorary Chairman, and Mr. R. B. Newell, Chairman; 
Mr. T. S. Smith is State Administrator. 

The sale of Defense Savings obligations on as wide- 
spread a scale as possible has the following objectives: 

(1) To provide funds to the Government to aid in 
financing the National defense program. 


(2) To check inflationary tendencies by absorbing 
part of the increased income being earned by large 
numbers of the population, which otherwise might 
compete in the acquisition of certain goods, the supply 
of which is limited because of defense production needs. 


(3) To create a backlog of savings, which the savers 
will have available to spend after the defense program 
is curtailed and production of civilian goods in larger 
quantities again becomes possible and desirable in 
order to maintain total production and employment. 


The greatly increased rates of Federal income and 
excess profits taxation which are applicable to 1941 
income will of course absorb large amounts of purchas- 
ing power of persons subject to such taxes, and will 
concurrently provide large amounts to aid in financing 
the National defense program, but to the extent that 
taxes are raised, the capacity of income tax payers, 
especially of those whose income has not increased, to 
purchase Savings Bonds is lessened. To an increasing 
extent, therefore, the success of the Defense Savings pro- 
gram will depend upon acceleration of purchases of 
Defense Savings obligations by those individuals whose 
income has increased. Furthermore, for those workers 
who, under the present income tax law, still are not 
subject to income taxation to any material extent, if at 
all, systematic purchases of Defense Savings obligations 
will afford an opportunity to participate in the finane- 
ing of the defense program, as well as provide a reserve 
for use during the period of economic adjustment to be 
expected on the termination of the defense program. 


Sates NovEMBER 

The daily rate of sales of Series E Defense Savings 
Bonds in the Second Federal Reserve District during 
November showed a further increase in the number of 
bonds issued, but, because of an increased proportion of 
the smaller denominations, the daily volume in dollars 
was slightly lower than in October. The number of bonds 
issued during November reached a daily average of 8,471, 
an increase of about 7 per cent over the daily average of 
7,929 bonds issued in October. For the dollar amount 
of bonds sold, however, the daily average was $761,000, as 
compared with $834;000 in October—an indicated reduc- 
tion of about 9 per cent. These figures include sales by 
qualified issuing agencies, i.e., commercial and savings 
banks, building and loan associations, and credit unions, 
and by the Federal Reserve Bank of New York, but do 
not include sales by post offices; owing to the larger 
number of holidays and Sundays in November the data 
have been placed on a daily average basis in order to 
obtain comparability. Since May 1, sales of Series E 
bonds in this District have aggregated $143,024,200, and 
the number of bonds has totaled 1,261,000. The steady 
growth in the number of bonds being issued in this Dis- 
trict apparently reflects issues of bonds which are being 
paid for with funds accumulated in the accounts of 
employees covered by payroll deduction plans adopted 
by business concerns and other organizations. 
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Business Conditions in the United States 
(Summarized by the Board of Governors of the Federal Reserve System) 
—— activity continued to increase in October and the first half of 
November and there was some further advance in prices of industrial 
materials and finished products. Distribution of commodities to consumers 
declined in this period following an unusually large volume of trade in the 
preceding three months. PropucTion 


Volume of industrial production increased further in October and the 
Board’s seasonally adjusted index advanced from 161 to 164 per cent of the 
1935-39 average. Increases in activity occurred mainly in industries producing 
machinery, armament, and other durable manufactures required under the 
defense program. In the meatpacking industry activity also advanced consid- 
erably and output of other manufactured food products, which has been un- 
usually large in recent months, declined less than seasonally. 

Automobile production increased during October and in the first half of 
November was sustained at about the rate reached at the beginning of the 
month. Production in October approximated the quota permitted for the 
month, whereas in August and September output had been considerably below 
the quotas set, owing in part to delays incident to the changeover to new model 
production and to difficulties in obtaining certain mee Since the begin- 
ning of the model year production has been substantially in excess of retail 
sales and dealers’ stocks have risen ly. Output of cars and trucks in 
October was about one-fourth smaller than in Setober last year; in the 
industry as a whole, however, activity, as measured by man-hours worked, was 
about the same as a year ago, apparently reflecting a shift to armament 
production. 

In most other manufacturing industries output in October was maintained 
at or near the rates prevailing in other recent months. At cotton mills activity 
increased, following some reduction in the previous month, while at wool mills 
there was a slight decline from the peak reached in September. Steel produc- 
tion rose to an average rate of about 99 ae cent of capacity during October 
but declined slightly in the first half of November. 

Coal production declined somewhat in October and early November, while 
output of crude petroleum increased further to new record levels. Iron ore 
shipments down the Lakes were maintained at a high rate and through the end 
of October amounted to 71,600,000 gross tons, a larger volume than had previ- 
ously been transported in any complete shipping season. 

Value of construction contract awards decreased slightly in October, 
according to figures of the F. W. Dodge Corporation. Declines in awards for 
— financed work were partly offset in the total by an increase in acme | 

nanced projects. Awards for residential building showed little change, al- 
though an increase is customary in this month. mtract awards in October 
continued in larger volume than a year ago. Total awards were 60 per cent 
larger, reflecting increases of 13 per cent in private construction and of 
112 per cent in public work. DISTRIBUTION 


Distribution of commodities to consumers declined in October following 
an unusually large volume of trade in the preceding three months. During 
the third quarter sales had been stimulated considerably by several factors, 
notably apprehension that there might be shortages and higher prices of 
many consumers’ goods later on, as well as desire to avoid stricter instalment 
eredit terms, effective September 1, and higher taxes on many products effec- 
tive October 1. 

Railroad freight car loadings declined somewhat from September to 
October, owing principally to decreased shipments of grain products and coal. 
Shipments of livestock increased and ore loadings showed less than the usual 


seasonal decline. Commonity Prices 

Prices of agricultural commodities, which had declined from the early part 
of September to the middle of October, have advanced somewhat since that 
time and prices of industrial commodities have increased further. Recent 
advances for industrial raw materials and finished products have been more 
restricted than in earlier periods, reflecting partly an extension of Federal 
maximum price action particularly to petroleum products and to selected metal, 
chemical, and textile products. 

Prices in retail markets have continued to advance sharply. In September 
the cost of living, as measured by the Bureau of Labor Statistics index, in- 
creased 2 points to 108 per cent of the 1935-39 average and was 7 per cent 
above the level of last March. Since September retail food prices, which 
usually decline at this season, have increased further and preliminary data 
indicate that retail prices of other commodities have continued to rise. 


BANK CREDIT 
Total loans and investments at reporting member banks rose further dur- 
ing October and the first two weeks in November. Holdings of United States 
Government securities increased and commercial loans continued to advance. 
Excess reserves of member banks declined from 4.7 billion dollars to 
3.5 billion on November 1, reflecting the increase in reserve requirements 
previously announced by the Board to be effective on that date. 


UNITED STATES GOVERNMENT SECURITY MARKET 
Long term Treasury bonds declined slightly in price during the earl send 
of November, following a relatively sharp increase after the middle of p- 
tember to a record high level around November 1. Yields on short term issues 
have firmed since early in September, the yield on Treasury notes of December 
1945 advancing from 0.62 per cent on September 15 to 0.83 on November 15, 


and the bill rate rising to 0.258 per cent. 
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in May, 1942, and $35,500,000 Federal Intermediate 
Credit Bank 5 and % per cent consolidated debentures 
maturing in May and September, 1942 and sold on bases 
of 0.40 and 0.55 per cent, respectively. 


Foreign Exchanges 


Foreign exchange trading during November gave 
further evidence of the strengthening foreign exchange 
position of Latin America, which for some time has 
been recovering from the disruptions to its foreign 
trade brought about by the outbreak of war. An im- 
portant factor in this improvement in Latin American 
foreign trade, in a number of cases at least, has presum- 
ably been heavy buying by the United States of strategic 
raw materials. This, together with extensive financial 
assistance offered by the Export-Import Bank and the 
United States Stabilization Fund, has been reflected in 
advances in exchange rates of several Latin American 
countries. 

The most pronounced rise during the past month oc- 
curred in the Uruguayan peso, which appears to have 
continued in considerable demand in the noncontrolled 
market. Extending the improvement which began late 
in September, the noncontrolled rate for this exchange 
advanced gradually until near the end of November, 
when it rose abruptly to $0.5210. This level, which 
represents an appreciation of 18 per cent for the past 
two months, was the highest since January, 1938. The 
free rate for the Argentine peso also showed further 
recovery from the temporary August-September reaction 
and by about the middle of November had returned to 
the high level of about $0.2390, first reached on August 7. 
This level was maintained during the remainder of the 
month. The refunding operations recently undertaken 
by the Argentine Government, which will result in a 
considerable saving in interest charges on the internal 
debt, undoubtedly contributed to this firmness in the 
Argentine exchange rate. Although the free rate for 
the Venezuelan bolivar continued to decline during the 
early days of November to a low of $0.2530, some demand 
appears to have developed at this point and by the end 
of the month the bolivar had recovered to $0.2580; at 
this level, however, the rate still remained considerably 
below the early October quotation of $0.2700. 

The Mexican peso, which will presumably be further 
strengthened by the economic and stabilization agree- 
ments recently entered into by the United States and 
Mexico, continued to hold at $0.2050-$0.2070, the level 
which has been maintained without interruption since 
the middle of last May. Following the signing of the 
stabilization agreement, which makes $40,000,000 avail- 
able to Mexico for the support of the peso, the Mexican 
Finance Minister is reported to have announced on 
November 26 that the peso will be stabilized at 4.85 
pesos to the dollar (equivalent to $0.2062). The Cuban 
peso held practically at par with the United States 
dollar during the month just ended. 

As to the blocked European currencies, in which small 
transactions continue to be executed under license, the 
rate for the Swedish krona has remained around $0.2385- 
$0.2390 depending upon the size of the transaction, and 
Swiss frances have continued to be supplied by Swiss 


banks at $0.2331 for specified transactions. However, 
for other transactions, such as the remittance of funds, 
under license, to third countries through the medium 
of Swiss frances, the rate of the latter in this market 
appears to be considerably higher, rising to $0.2375 
toward the end of November. 


Gold Movements 


The gold stock of the United States was reduced about 
$15,000,000 in November, the first monthly reduction 
since January, 1938. Gold held under earmark for 
foreign account at the Federal Reserve Banks increased 
about $61,000,000 during the month to reach a new high 
of approximately $2,116,000,000. Meanwhile, gold im- 
ports continued in relatively small volume. 

In the four weeks ended November 19, the Depart- 
ment of Commerce reported the receipt of $35,100,000 
of gold in the United States in the following principal 
amounts: $12,800,000 from Canada, $6,000,000 from 
Australia, $5,600,000 from Russia, $2,700,000 from the 
Philippines, $2,200,000 from Mexico, and $2,100,000 
from Colombia. 


Building 

According to the F. W. Dodge Corporation report 
covering 37 Eastern States, construction contracts dur- 
ing October were awarded at a daily rate 14 per cent 
below September, but almost 50 per cent higher than 
in October of last year and somewhat above the average 
rate for the first nine months of 1941. Private construe- 
tion awards showed little change from either the pre- 
ceding month or the same month a year ago. Awards 
for publie construction, on the other hand, declined 
almost one fifth from September, but were about twice 
as great as in October, 1940. Of the total volume of 
contracts awarded in October, approximately one half 
were Government contracts for defense purposes. 

In New York State and Northern New Jersey, the daily 
rate of construction contract awards rose sharply during 
October, and was 40 per cent above the corresponding 
month of 1940. Primarily responsible for this increase 
were large awards for manufacturing building and 
engineering projects. Contracts for residential building 
were somewhat below the levels of September of this 
year and of October a year earlier. Government con- 
tracts for defense construction accounted for a little over 
one quarter of the month’s total. . 

The Office of Production Management has recently 
published figures on the size of the defense construction 
program which has contributed so importantly to the 
present high level of construction activity. From July 1, 
1940 to October 1, 1941, approximately $8 billion was 
scheduled for defense construction, of which about 
$3 billion was earmarked for military purposes (exclu- 
sive of military housing). The program provides for 
an expansion of industrial facilities to cost roughly 
$21, billion, a sum larger than all private expenditures 
for new factory construction during the decade of the 
thirties. The defense housing program is roughly equiva- 
lent to all expenditures for new residential building in 
1940; more than $11 billion has been scheduled for 
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military housing and $740 million for housing defense 
workers and community facilities. 

In terms of dollar expenditures, a little less than 
half of the scheduled construction program had been 
completed by October 1 of this year. The programs for 
military housing and privately financed plant expansion 
were about two-thirds finished, and Government financed 
factory construction had reached the half-way mark, 
while only one third of the funds for military construc- 
tion and defense housing had been expended. Tentative 
plans indicate a further expansion of the schedule for 
defense construction, possibly to over $10 billion by the 
end of 1942. 


Schedules 
eee figures in millions) 

1, 1941 total expended 
Total defense construction................+005 $7,958 46 
Military construction (except military housing) 2,952 33 
Financed by U.S. and British Governments. 2,207 49 
Mili event 1 65 


* Under “accelerated d tion” program, Second Revenue Act of 1940. 
Source: Office of uction Management. 


Employment and Payrolls 


There was practically no net change in employment 
at New York State factories during the month of October, 
as divergent movements among individual industries 
largely canceled each other. Payrolls decreased slightly 
owing in part to the observance of Columbus Day and 
religious holidays during the reported pay period. Con- 
tinued additions to working forces at shipyards, aircraft 
and firearms factories, and other plants with defense 
work were largely responsible for the eighteenth con- 
secutive monthly gain in employment in the metals 
and machinery industrial group. However, a variety of 
factors combined during October to offset these increases. 
Seasonal factors resulted in large employment declines 
at canneries and women’s clothing firms, labor disputes 
occurred at several plants, and shortages of materials 
were reported to have caused ‘‘ priorities unemployment’’ 
in the nonferrous metal and silk industries. Total fac- 
tory employment was 27 per cent above the October, 
1940 level and payrolls were 51 per cent higher. 

In the United States as a whole, as in New York State, 
factory employment showed no net increase during 
October. However, payrolls for the entire country rose 
21% per cent, presumably owing to increased wage rates, 
longer working hours, and overtime payments. The con- 
tinued hiring of new workers by concerns with defense 
orders was offset in October by seasonal declines in the 
manufacture of food products and curtailments occa- 
sioned by material shortages. Compared with October 
a year ago, factory employment was 1814 per cent 
greater and payrolls were 4314 per cent larger. 

Although the rise in total manufacturing employment 
was checked in October, as is shown in the accompanying 
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diagram, working forces in 18 selected defense industries 
continued the expansion which started in May, 1940. 
Employment in these industries, as compiled by the 
Bureau of Labor Statistics, has doubled since the start 
of the war, compared with an increase of about one third 
in manufacturing employment as a whole. The greater 
part of the aggregate gain took place at steel mills, 
foundries, electrical machinery plants, and similar 
industries while the greatest percentage increases were 
recorded at plants producing finished war products 
such as aircraft, munitions, and ships. 

Bureau of Labor Statistics estimates indicate that 
total nonagricultural employment in the United States 
during October held at approximately the September 
level of 40,700,000. Month-to-month changes were slight 
in all major classifications of nonagricultural employ- 
ment. In comparison with October of last year, the total 
showed a gain of approximately 3,400,000. Military 
forces (not included in the above estimates), although 
almost 1,300,000 larger than a year ago, increased only 
slightly over September. 


Commodity Prices 


Rising price tendencies developed during November 
in a number of basic commodities, not under ceiling 
regulations, which had shown downward reactions after 
the middle of September. According to the Bureau of 
Labor Statistics comprehensive weekly index, the average 
of wholesale commodity prices rose about 1 per cent 
and reached the highest level since January, 

While increases in wholesale commodity prices during 
November were generally much smaller than in the 
spring, the greater part of the advances for the war 
period has been concentrated in the past year, as the 
accompanying table indicates. On November 22, the all 
commodity price index stood at a point 16 per cent 
higher than a year ago and 23 per cent above the 
prewar level. The most marked price increases were 
mainly in raw materials, particularly farm products 
which averaged 48 per cent higher than in August, 1939. 
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Prices of foods and textiles, including imported items 
as well as those of domestic origin, also rose sharply. 
On the other hand, prices of metals and metal products— 
of particular importance in the defense program—have 
been subjected to effective control measures and for the 
most part have shown relatively small price advances. 

During November various additional price control 
measures were taken. The Secretary of Agriculture 
asked the commodity exchanges to reduce sharply the 
daily price fluctuations previously allowed on futures 
transactions in grain and cotton. The Office of Price 
Administration extended its mandatory ceiling regula- 
tions to cover about 42 commodity groups currently. 
New maximum quotations were announced during No- 
vember for zinc alloys, steel castings, builders’ hard- 
ware, and upholstery fabrics, and a number of revisions 
were made in previous ceiling schedules. Manufacturers 
of railway equipment and of metal office furniture and 
equipment, as well as producers of such consumer goods 
as electrical appliances, cooking and heating stoves, 
radios, and rugs were requested not to advance the prices 
of these products above the prevailing levels. 


United States Bureau of Labor Statistics 
Weekly Indexes of Wholesale Commodity Prices 


Index | oe change Nov 
November 941 compared with a 
22, 1941 
(1926 = 100) la 
Nov. 23, 1940/Aug. 26, 1939 
Farm 90.3 +31.3 +47.8 
90.4 +21.8 +34.1 
Hides and leather products........... 114.9 +11.4 +24.1 
micals and allied products........ 89.5 +15.5 +20.6 
and lighting material............ 79.4 + 9.7 8.5 
87.1 +12.4 +19.2 
All commodities................. 92.2 +16.0 +23.3 
Raw 89.7 +23.4 +35.5 
ufactured articles............ 89.5 +11.2 +20.3 
Manufactured products............+.- 94.0 +13.4 +18.5 
Production and Trade 


It appears from available information that industrial 
operations during November continued along the lines 
of recent tendencies. Well sustained or expanding opera- 
tions were indicated in defense industries, while ‘‘non- 
essential’’ activities using scarce materials were held 
under restraint by Government limitations upon produc- 
tion or by unavailability of raw material supplies. In 
the field of retail trade, weekly figures on department 
store sales showed a larger increase over October than 
is usually the case, following the recession in that month. 

Although hampered by labor disputes, particularly 
the ‘‘captive’’ coal mine controversy, as well as by scrap 
shortages, steel mill operations again held within a few 
percentage points of rated capacity. Trading in the 
cotton gray goods market was generally slack during 
November, but activity at the mills was reported to have 
continued at a high level. After reaching the fall peak 
in October, loadings of railway freight declined some- 
what in the early weeks of November, but the reduction 
was less pronounced than usual at this time of the year. 
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Seasonal factors considered, electric power production 
appears to have been maintained in November at about 
the same advanced level as in the three preceding months. 

Total automobile production, including passenger cars 
and trucks, apparently approximated 350,000 units dur- 
ing November (about 30 per cent below the figure for the 
corresponding month of last year), reflecting the influ- 
ence of restrictions upon passenger car output effective 
since the first of August. From the accompanying chart 
of production and retail sales of passenger cars it is 
evident that dealer inventories of 1942 models were 
built up in September and October to a substantial 
extent, following a rapid reduction in passenger car 
stocks during the period of record sales between March 
and June of this year and a further reduction during 
July and August. Estimated production in November, 
and production quotas for December, January, and 
February, indicate the magnitude of the expected de- 
cline in passenger car output in coming months. If cars 
are produced up to the prescribed limits, total passenger 
ear production in the August-February period would 
fall 40 per cent short of production in the corresponding 


year-ago period, August, 1940-February, 1941. 


PRODUCTION AND TRADE IN OCTOBER 

In October the seasonally adjusted index of production 
and trade computed at this bank declined one point 
further to 108 per cent of estimated long term trend. 
The figure for October a year ago was 96. The decline 
of the index in October, like the larger decline in Sep- 
tember, resulted from slackening in the volume of retail 
trade, seasonal factors considered. The general level of 
production, on the other hand, appears to have moved 
somewhat higher in October. 

Department store sales, which on the average have 
shown little change between September and October in 
past years, this year fell about 10 per cent, while sales 
of mail order houses and variety chain store systems 
increased considerably less than usual between Septem- 
ber and October. There was a substantial seasonal 
increase in retail sales of new passenger cars, but the 
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volume of sales was 43 per cent lower than in October, 
1940. After adjustment for seasonal factors, the flow of 
goods through primary distribution channels, as evi- 
denced by railway freight traffic, appears to have 
decreased slightly between September and October. 


1940 


October 


of Production and Trade* 
long term trend) 
of Production and Trade 


goods—total 
Consumers’ durable goods 
Consumers’ nondurable goods 


Cost ‘of Living, Bureau of Labor Statistics! 
(100 = 1935-39 average) 


Rates 
== 1926 average) 


Velocity of Demand Deposits* 
(100 = average) 
New Yor 27 
Outside New 61 


p Preliminary. 


Department Store Trade 


During October sales of the reporting department 
stores in this District were only about 5 per cent higher 
than in October, 1940, the smallest year-to-year advance 
since early spring. As indicated on the accompanying 
chart, October sales fell considerably below the high 
September level, principally reflecting curtailment of 
retail buying following the imposition of the new Federal 
excise taxes on October 1. Large reductions between 
October, 1940 and October, 1941 were reported in 
sales of furs, women’s coats and suits, and wines and 


* Adjusted for seasonal variation. 
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liquors. Substantial year-to-year gains, however, con- 
tinued in sales of home furnishings and household 
appliances. 

For the three weeks’ period ended November 22, sales 
of the reporting department stores were 8 per cent higher 
than in the corresponding weeks of 1940, and the daily 
rate of sales for this portion of November appears to 
have increased more than usual over the October level. 

This bank’s seasonally adjusted index of department 
store stocks advanced four points further during October 
to 113 per cent of the 1923-25 average. Retail stocks 
of merchandise on hand in the reporting department 
stores at the end of the month were 36 per cent higher 
than at the end of October, 1940. From reports gathered 
from a limited number of the larger department stores 
in this District, it appears that substantial year-to-year 
increases in inventories were common in practically all 
types of merchandise, the largest increases occurring in 
hosiery, luggage, radios and musical items, toys and 
sporting goods, umbrellas, stationery, women’s under- 
wear and accessories, infants’ wear, men’s and boys’ 
furnishings, some lines of household furnishings, and 
silverware. Outstanding orders for merchandise pur- 
chased by the stores, but not yet delivered, while approxi- 
mately 50 per cent higher at the end of October, 1941, 
than a year before, were lower than at the end of 
September, indicating that previously ordered merchan- 
dise moved into stocks without new commitments being 
made at a corresponding rate. 


Percentage changes from a year ago 


Department stores 
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1940 
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1941 
| August Sept. | October 
96 114 109p 108p 
Producers’ goods—total.............] 100 124 127p 128p 
Producers’ durable eS 100 131 135p 138p 
Producers’ nondurable goods.......| 101 118 118p 119p 
97 105 102p 104p 
re 97 105 104p 106p 
99 124 123p 125p 
Nond' le goods—total............ 99 110 110p llip 
Primary distribution. ................. 87 108 103 101 
96 115 100p 95p 
Miscellaneous services............+.+++ 93 105 103p 102p 
: 100 106 108 109 
27 30 
59 59 
Net Sales 
P| tock on hand 
of month 
October, |Jan. October, 
| October, 1941 1941 
+12 +35 
Northern New Jersey................ +15 +35 
++ +14 +33 
a +22 +52 
+27 +57 
: aa +12 +34 
+14 
+19 +54 
23 +33 
+21 +24 eves 
Western New York State............ +24 20 +35 
N 27 +16 +27 
nn +13 +16 +39 
ois All department stores..........| +5 | +14 +36 
125 
| 
100 125° 112 
Ind Stocks, seasonally adjusted............++. 103 109 113 
in 


4 

af 

| 

| 

| 

a 

“¢ 
Ke 


